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Item 2.  Acquisition of Assets 

On April 12, 2004, Behringer Harvard REIT I, Inc., (the “Registrant”) acquired an 
undivided 36.31276% tenant in common interest in Enclave on the Lake, a 6-story office building 
containing approximately 171,090 rentable square feet and located on approximately 6.75 acres 
of land in Houston, Texas (the “Property”).  The purchase price for the Registrant’s 36.31276% 
undivided tenant in common interest in the Property was $10,403,606, plus its proportionate share 
of the closing costs.  The Registrant used borrowings of $7,262,552 under a Loan Agreement (the 
“Loan Agreement”) with State Farm Life Insurance Company (the “Lender”) to pay a portion of 
such purchase price and paid the remaining purchase price from proceeds of the Registrant’s 
offering of its common stock to the public.  The Registrant’s tenant in common interest is held by 
Behringer Harvard Enclave H LP, an entity that is wholly owned by the Registrant’s operating 
partnership, Behringer Harvard Operating Partnership I LP.  The purchase price for the 
transaction was determined through negotiations between SVF Enclave Limited Partnership, an 
unrelated third party, (the “Seller”), and Behringer Advisors LP, the Registrant’s advisor.  In 
evaluating the Property as a potential acquisition and determining the appropriate amount of 
consideration to be paid for the Registrant’s interest in the Property, a variety of factors were 
considered, including overall valuation of net rental income (defined as revenues from tenants 
from rent and expense reimbursements less the Property’s actual operating expenses), expected 
capital expenditures, costs of physical plant maintenance, location, environmental issues, 
demographics, tenant mix, quality of tenants, length of leases, price per square foot, and 
occupancy.  The Registrant’s advisor believes that the Property is well located, has acceptable 
roadway access, attracts high-quality tenants, is well maintained, adequately insured and has been 
professionally managed. 

Enclave on the Lake, which was constructed in 1999, is 100% leased to two tenants; 
SBM-IMODCO, Inc. and Atlantia Offshore Limited, both 100% wholly-owned subsidiaries of 
IHC Caland N.V., a Netherlands-based holding company involved in offshore oilfield services, 
marine dredging, shipping and mining.  IHC Caland N.V. has not provided any guaranties with 
respect to the payment of rent under the leases. 

Established in 1958 and acquired by IHC Caland in 1990, SBM-IMODCO, Inc., 
manufactures and sells floating production, storage and offloading system projects.  Its clients 
include major oil and gas operators (both independents and contractors) as well as companies 
involved in transporting slurries and other fluids.  SBM-IMODCO leases 90,663 square feet for a 
current monthly base rent of $173,771 under a lease that expires in February 2012.  SBM-
IMODCO has two five-year renewal options available. 

Atlantia Offshore Limited was founded in 1979 as a full-service offshore engineering 
company and was acquired by IHC Caland in 2001.  Atlantia Offshore Limited leases 80,428 
square feet for a current monthly base rent of $154,154 under a lease that expires in February 
2012.  Atlantia Offshore Limited has two five-year renewal options available. 

The remaining tenant in common interests in the Property were acquired by various 
investors who purchased their interests in a private offering sponsored by the Registrant’s 
affiliate, Behringer Harvard Holdings, LLC.  Each tenant in common investor, including the 
Registrant, is a borrower under the Loan Agreement.  The total borrowings of all tenant in 
common interest holders under the Loan Agreement was $20,000,000 (the “Loan”).  The interest 
rate under the Loan is fixed at 5.45% per annum.  The Loan Agreement allows for prepayment of 
the entire outstanding principal after 42 months from the date of the Loan Agreement subject to 
the payment of a prepayment penalty.  No prepayment penalty is due after 81 months from the 
date of the Loan Agreement.  The Loan has a seven year term. 
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Under the Loan Agreement, each tenant in common interest holder’s liability is joint and 
several based upon its pro rata ownership of the Property, except that subject to non-recourse 
provisions that provide that the Lender may not levy or execute judgment upon any property of 
the borrowers or their guarantors other than the Property, except as to a borrower and its 
guarantors, such borrower’s Acts and Omissions (as defined below).  Behringer Harvard 
Holdings, LLC and Robert M. Behringer are guarantors of the Registrant’s interest in the Loan.  
Each borrower and its guarantors (the “Liable Parties”) are liable for all losses incurred by the 
Lender attributable to the acts or omissions of the applicable Liable Party arising from or related 
to the following (the “Acts and Omissions”): 

1. Any rents received by any of the Liable Parties from tenants of the Property and not 
applied to the indebtedness or the operating expenses of the Property in accordance with the Loan 
Agreement, either within one hundred eighty (180) days prior to such Event of Default or any 
time after an Event of Default; 

2. The misapplication or misappropriation of any tenant security deposits, advance or 
prepaid rents, cancellation or termination fees or other similar sums paid to or held by the Liable 
Parties, any affiliate of the Liable Parties or any other person or entity (other than the Lender) in 
connection with the operation of the Property in violation of the Loan Agreement or any leases 
affecting the Property; 

3. Any amount(s) necessary to repair or replace any damage to or destruction of the 
Property which is caused by any willful or wanton act or omission on the part of any of the Liable 
Parties including, without limitation, waste or any act of arson or malicious destruction by any of 
the Liable Parties; 

4. The failure to maintain insurance as required by the Loan Agreement or any leases 
affecting the Property or the failure to timely pay insurance premiums, real estate taxes, regular or 
special assessments or utility charges affecting the Property to the extent funds (plus any 
distributions made to the tenants in common during the period of such failure) are, or were, 
available from the operation of the Property; 

5. Any payments, dividends or distributions made to any Liable Party in violation of the 
terms of the Loan Agreement either within one hundred eighty (180) days prior to such Event of 
Default or any time after such Event of Default; 

6. Transfers of any interest in the Property in violation of the Loan Agreement; 

7. Any insurance proceeds or condemnation awards received by any of the Liable Parties 
and not delivered over to the Lender or used for restoration of the Property in accordance with the 
terms of the Loan Agreement; 

8. Any fraud or willful misrepresentation of a material fact by any of the Liable Parties in 
any document executed or presented to the Lender in connection with the Loan; or 

9. Any use, generation, storage, release, threatened release, discharge, disposal, or presence 
on, under, or about the Property of any materials, substances or wastes defined or classified as 
hazardous or toxic under applicable Federal, State or local laws or regulations or arising out of or 
from any failure on the part of any of the Liable Parties to comply with the provisions of the 
Environmental Indemnification Agreement for which each borrower and its guarantor is liable 
regardless of fault. 

In general, no sale, encumbrance or other transfer of interest in the Property, including 
the Registrant’s tenant in common interest, is permitted without the Lender’s prior written 
consent.  The Registrant has the right prior to October 1, 2004 (the “Syndication Period”), to sell 
and transfer one or more undivided interests in the Property.  Transfer of an interest in the 
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Property, with an assumption of the Loan by the buyer, is subject to Lender’s approval of the 
buyer and satisfaction of certain other conditions, including payment of a $2,500 processing fee 
and upon the recommended approval of such transfer, an approval fee of $2,500.  After the end of 
the Syndication Period, the Loan allows for the transfers of up to six additional tenants in 
common. 

The tenants in common, including the Registrant, have also entered into both a Tenants in 
Common Agreement and a Property and Asset Management Agreement.  The tenants in common 
are each obligated to pay their pro rata share of any future cash contributions required in 
connection with the ownership, operation, management and maintenance of Enclave on the Lake, 
as determined by Behringer Harvard TIC Management Services LP, a Texas limited partnership 
which is a subsidiary of the Registrant’s property manager (the “Property Manager”) Under the 
Tenants in Common Agreement if any tenant in common fails to pay any required cash 
contribution, any other tenant in common may pay such amount.  The nonpaying tenant in 
common is required to reimburse the paying tenant(s) in common within 30 days, together with 
interest at 10% per annum (but not more than the maximum rate allowed by law).  Under the 
Property and Asset Management Agreement, the Property Manager may also withhold 
distributions to the nonpaying tenant in common and pay such distributions to the paying 
tenant(s) in common until such reimbursement is paid in full.  In addition, the paying tenant(s) in 
common may be able to obtain a lien against the undivided interest in the property of the 
nonpaying tenant in common and exercise other legal remedies.  The tenants in common also are 
required to indemnify the other tenants in common to the extent such other person pays for a 
liability of a tenant in common or in the event a tenant in common causes a liability as a result of 
such tenant in common’s actions or inactions. 

All of the tenants in common must approve certain decisions relating to the Property, 
including any future sale, exchange, lease, release of all or a portion of the Property, any loans or 
modifications of any loans secured by the Property, the approval of any property management 
agreement, or any extension, renewal or modification thereof.  All other decisions relating to the 
Property require the approval of a majority of the tenants in common.  If a tenant in common 
votes against or fails to consent to any action that requires the unanimous approval of the tenants 
in common when at least 50% of the tenants in common have voted or provided consent for such 
action, Behringer Harvard Enclave H LP or its affiliates have the option to purchase such 
dissenting tenant in common’s interest for fair market value. 

Each tenant in common may sell, transfer, convey, pledge, encumber or hypothecate its 
undivided interest in the Property or any part thereof, provided that any transferee shall take such 
interest subject to the Tenants in Common Agreement and the Property and Asset Management 
Agreement (to the extent the Property and Asset Management Agreement is then in effect); 
provided, further however, such party must first provide Behringer Harvard Enclave H LP and its 
affiliates, including the Registrant, and second the other tenants in common, with the right to 
make an offer to purchase such selling party’s interest. 

Under the Tenants in Common Agreement, all income, expenses, loss, liabilities and cash 
flow from the Property, and all cash proceeds from any sale, exchange or refinancing of the 
Property, and all liabilities of the Property (except for items separately determined such as real 
estate taxes and management fees), are allocated to the tenants in common in proportion to their 
undivided interests in the Property. 

The tenants in common have no right to possession of the Property.  However, any tenant 
in common may partition the Property subject to first offering to sell its undivided interest to 
Behringer Harvard Enclave H LP, or its affiliates at fair market value (as defined in the Tenants 
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in Common Agreement) and second, offering to sell its undivided interest to the other tenants in 
common at fair market value. 

The Tenants in Common Agreement provides Behringer Harvard Enclave H LP or its 
affiliates with an option to purchase any defaulting tenant in common’s undivided interest in the 
Property at fair market value.  A defaulting tenant in common is any tenant in common who is in 
default under the Loan Agreement, the Property and Asset Management Agreement and/or the 
Tenants in Common Agreement.  However, neither Behringer Harvard Enclave H LP nor its 
affiliates are under any obligation to purchase a defaulting tenant in common’s interest. 

In addition, Behringer Harvard Enclave H LP has the option, but not the obligation, to 
purchase all of the tenants in common’s undivided interests in the Property by providing notice of 
its election to exercise this option to the Tenants in Common no sooner than three months prior to 
the end of the State Farm Loan term and no later than 30 days prior to the end of the State Farm 
Loan for the fair market value of the interests.  In the Registrant’s discretion, it may offer the 
tenants in common the option to exchange their interests for partnership interests in the 
Registrant’s operating partnership, Behringer Harvard Operating Partnership I LP, at then current 
fair market value of the Registrant’s common stock. 

The Property and Asset Management Agreement remains in effect until the earlier to 
occur of (i) the sale of the property or any portion thereof, as to such portion of the property sold 
only (other than any sale of an undivided interest held by a tenant in common to a party that will 
acquire such interest subject to the Tenants in Common Agreement and the Property and Asset 
Management Agreement), or (ii) December 31, 2025; provided, however, the Property and Asset 
Management Agreement terminates on December 31, 2004 and each anniversary of such date 
unless all of the tenants in common consent to the continuation of the Property and Asset 
Management Agreement.  In addition, the Property and Asset Management Agreement may be 
terminated by the Property Manager for any reason upon 60 days written notice or in the event 
the tenants in common are in default in the performance of any of their obligations under the 
agreement and such default remains uncured for 30 days following written notice. 

The Property Manager has the sole and exclusive right to manage, operate, lease, and 
supervise the overall maintenance of the Property.  Among other things, the Property Manager 
has the authority to negotiate and enter into leases of the Property on behalf of the tenants in 
common (in substantial conformance with approved leasing parameters and the operating plan), 
to incur costs and expenses, to pay property operating costs and expenses from Property cash 
flow or reserves and to require additional cash contributions from the tenants in common. 

As compensation for its services, the Property Manager or its affiliates is entitled to 
certain reimbursements for its out-of-pocket costs and on-site personnel costs and the following 
compensation: 

1 A Property Management Fee equal to 3.0% of the monthly gross revenues from the 
Property.  Upon a sale of the Property, the Property Manager shall receive additional 
compensation equal to the previous month’s Property Management Fee as compensation for work 
to be performed in connection with the sale or completion of managing matters relating to each 
tenant. 

2 An annual Asset Management Fee of $42,000 for supervising the overall management 
and operation of the Property.  The Asset Management Fee is pro rated for any partial year and 
shall be payable pro rata on a monthly basis on the first day of each month.  The Property 
Manager may defer, in its sole discretion, all or any portion of such Asset Management Fee.  Any 
such unpaid Asset Management Fees shall, in all events, be paid upon the earliest to occur of the 
following events:  (i) the termination of the Property and Asset Management Agreement, (ii) the 
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sale of the Property, or (iii) ten years from the accrual of any such unpaid Asset Management Fee.  
Upon termination of the Property and Asset Management Agreement or upon a sale of the 
property, the parties will prorate the Asset Management Fee on a daily basis to the effective date 
of such cancellation or termination. 

3 A Leasing Commission equal to (i) 4.0% of base rent of new leases, expansions, 
extensions and renewals that are not co-brokered; or (ii) 6.0% of base rent of leases that are co-
brokered.  Leasing commissions due with respect to new leases shall be payable 50% upon the 
execution of the lease by both the owner and the lessee and receipt by the owner of any required 
security deposit and 50% within ten days of the date the lessee accepts its leased premises. 

4 A Construction Management Fee equal to 5.0% of any amount (including related 
professional services) expended for construction, tenant improvement or repair projects with 
respect to the Property. 

5 A Financing Fee equal to 1.0% of the principal amount of any loan obtained by or for the 
tenants in common; provided, however, no separate financing fee will be paid with respect to the 
Loan.  Any financing fee will be payable to the Property Manager or its Affiliate whether or not 
an outside loan broker is used. 

6 In connection with any sale, exchange or other disposition of the Property, or any portion 
thereof (including an undivided interest of a single tenant in common), an amount equal to 2.5% 
of the sales price if the Property Manager or its Affiliates participates in the sale, exchange or 
other disposition.  If there is a broker fee paid to a third party broker in connection with a sale, 
exchange or other disposition of the property, the payment to the third party broker shall be paid 
out of the fee paid to the Property Manager. 

Notwithstanding the foregoing, no fees charged to the Registrant that would be charged 
to the Registrant by its advisor or by its general property manager, HPT Management Services 
LP, will exceed those which may be charged to the Registrant by the Property Manager for 
Enclave on the Lake. 

Behringer Harvard Holdings is the parent company of the Registrant’s advisor, Behringer 
Advisors LP.  As of March 31, 2004, Robert Behringer, the Registrant’s President, Chief 
Executive Officer and Chairman of the Board, owned approximately 54% of the limited liability 
company interests of Behringer Harvard Holdings and all of its voting interests.  In addition, 
Mr. Behringer is sole manager of Behringer Harvard Holdings. 

 

Item 7.  Financial Statements, Pro Forma Financial Information and Exhibits. 

(a) Financial Statements of Business Acquired. 

Since it is impracticable to provide the required financial statements for the acquired real 
property described above at the time of this filing, and no financial statements (audited or 
unaudited) are available at this time, the Registrant hereby confirms that the required financial 
statements will be filed on or before June 25, 2004, by amendment to this Form 8-K, which date 
is within the 60-day period allowed to file such an amendment. 

(b) Pro Forma Financial Information. 

See Paragraph (a) above. 

(c) Exhibits. 

Exhibit 99.1 Press release dated April 27, 2004 
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SIGNATURE 

 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized. 
 
 
 Behringer Harvard REIT I, Inc. 
 
 
 
 
Dated:  April 27, 2004    By:  /s/ Gary S. Bresky     
 Gary S. Bresky 

 Chief Financial Officer and Treasurer 
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Exhibit 99.1 
 

 
 
 

FOR IMMEDIATE DISTRIBUTION 
 
 
Contact:  
 
Company 
M. Jason Mattox, Senior Vice President 
Behringer Harvard REIT I, Inc. 
(866) 655-3600 
jmattox@bhfunds.com 
 
 
BEHRINGER HARVARD REIT I, INC. ACQUIRES HOUSTON OFFICE PROPERTY 

_____________________________ 
 

DALLAS, APRIL 27, 2004 – Behringer Harvard REIT I, Inc., one of the members of the 

funds family of Behringer Harvard Funds, announced today that it has acquired Enclave 

on the Lake, a six-story office building located in the Enclave, a prestigious 878-acre 

deed restricted corporate office park in the Energy Corridor of west Houston, Texas.  The 

171,090 square foot office building is 100% occupied by two leading offshore oilfield 

production, storage, and design engineering companies with long-term leases.  The asset 

was acquired in conjunction with the Behringer Harvard Funds 1031 Tenant in Common 

Exchange Program; Behringer Harvard REIT I, Inc. acquired approximately 36% of the 

property at the sponsor level.  

 

“This property is a great addition to the REIT’s institutional asset portfolio,” said Robert 

Behringer, the founder and CEO of Behringer Harvard Funds.  “The property is fully 

leased under long-term leases and is located in a rare deed-restricted corporate office park 

in one of the tightest Class A real estate submarkets in Houston.  These attributes should 
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provide attractive total returns in the form of significant current yield with the potential 

for long-term capital appreciation.” 

 

(MORE) 
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 “We sell Behringer Harvard Funds equity securities through a growing network of 

independent broker dealers with thousands of registered representatives across the 

country,” Mr. Behringer continued.  “This broad exposure to the investing public allows 

those who understand the value of portfolio diversification through direct real estate 

ownership to participate in our unique family of real estate funds.  Our increasing capital 

raise allows us to continue to add high quality properties to our funds’ portfolios.” 

 

Behringer Harvard REIT I, Inc., is a publicly offered, finite-life, non-exchange traded 

real estate investment trust (REIT).  It has a planned fund life of eight to twelve years and 

generally targets for investment institutional office buildings located in major 

metropolitan areas with significant current yield and the potential for additional capital 

appreciation. The fund is raising up to $880 million in its current public offering.   

 

Behringer Harvard Funds is a national real estate investment fund sponsor offering a 

family of real estate funds to the public through the independent broker dealer 

community.  Its three public funds offer their securities in best efforts public offerings.  

In addition to Behringer Harvard REIT I, Inc., these public funds include Behringer 

Harvard Short-Term Opportunity Fund I LP, which has a planned fund life of three to 

five years, targets for investment properties with more moderate current yield 

characteristics but with the potential for additional capital appreciation through 

repositioning and the use of leverage, and is raising up to $110 million in its current 

public offering, and Behringer Harvard Mid-Term Value Enhancement Fund I LP, which 

has a planned fund life of five to eight years, primarily targets office and office service 

center investments in central business districts and select higher barrier to entry suburban 

submarkets of mature metropolitan areas and is raising up to $440 million in it s current 

public offering.  Behringer Harvard Funds also sponsors 1031 tenant in common 

offerings that invest in institutional quality commercial real estate. 

 

(MORE) 
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This release contains forward-looking statements relating to the business and financial 

outlook of Behringer Harvard Funds, including Behringer Harvard REIT I, Inc., 

Behringer Harvard Mid-Term Value Enhancement Fund I LP, and Behringer Harvard 

Short-Term Opportunity Fund I LP which are based on our current expectations, 

estimates, forecasts and projections and are not guarantees of future performance.  

Actual results may differ materially from those expressed in these forward-looking 

statements and you should not place undue reliance on any such statements.  A number of 

important factors could cause actual results to differ materially from the forward-looking 

statements contained in this release.  Such factors include those described in the Risk 

Factors sections of the prospectuses for the public offerings of equity of each of 

Behringer Harvard REIT I, Inc., Behringer Harvard Mid-Term Value Enhancement Fund 

I LP, and Behringer Harvard Short-Term Opportunity Fund I LP.  Forward-looking 

statements in this release speak only as of the date on which such statements were made 

and we undertake no obligation to update any such statements that become untrue 

because of subsequent events.  We claim the safe harbor protection for forward-looking 

statements contained in the Private Securities Litigation Reform Act of 1995. 

 

For further information, contact Jason Mattox, at 866-655-3600. 

 
 
 


